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To the Board of Ekirectors 
Overseas Private Investment 

Corporation 

We have examined the balance sheets of the Overseas 
Private Investment Corporation as of September 30, 1980 and 
1979, and-the related statements of income, changes in capi- 
tal and reservefs, and changes in financial position for the 
years then ended. Our examinations were made pursuant to the 
Gavernment Corporation Cantrol. Act (31 U.S.C. 841-869) and 
in accordance with Comptroller General standards for financial 
and compliance audits, and included such tests of the account- 
ing records and other audit procedures as we considered neceb- 
sary under the circumstances. 

As explained in note 4 of the accompanying financial 
statements, Section 235(c) of the Foreign Assistance Act of 
1961, as added by the Foreign Assistance Act of 1969 (22 
U.S.C. 2195 (c)l, established an Insurance and Guaranty Reserve 
for the respective discharge of liabilities under the Corpor- 
ation's insurmce and guaranty contracts. At September 30, 
1980, these reserves totaled $576 million. (See notes 5 and 
6.1 In addition, section 237(c) of the act provides that the 
full faith and credit of the United States is pledged for the 
full payment and performance of the Corporation's insurance 
and guaranty liabilities. Thus, if claim settlements exceed 
available resuurces, the Congress would have to appropriate 
funds to fulfill this pledge. The standing authority for such 
appropriations is contained in section 235(f) of the act. 

In our opinion, the accompanying financial statements 
present fairly the financial position of the Overseas Private 
Investment Corporation as of September 30, 1980 and 1979, and 
the results af itsoperations, changes in its capital and 
reserves, and changes in its financial position for the years 
then ended in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. 
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STATEMENT OF INCOME 
Overseas Private Investment Corporation 

REVENUES 
. 

Political risk insurance premiums . 
Less premiums an shared risks 

Investment guaranty fees 
Direct investment interest 
Qther income 

Interest :. 

c 

EXPENSES 

Salaries and benefits 
Loss (Gain) on claim settlements: 

Political risk insurance 
Investment guaranties 

;Provisioa for uncollectable IIIF bans 
.Contractual services 
Rent, communications and utilities 
Travel 
Printing and supplies 
Depreciation and amortization 

NET IMCOEleE 

. 

FGlrr the year ended 
September 30 

. 
1980 

$31,317,787 

m 
.1;812:283 
1,7;;,;;; 

7 
30 133 60 
4s:999;ol.o 

76,132,677 

4,151,027' 

10,374,401 

$65,758,276 

1979 

$'y$y;; 
9 , 

4 248 830 
1:692:331 
1,464,066 

67,733,652 

3,847,689 

9,728,274 

$58,005,378 

. 

The accompanying notes are.an integral part 'of this statement. 
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BALANCE SHEET 
Overseas Private Investment Corporation 

ASSETS ' . * 

Cash and investments: 
Cash ' 
U.S. Treasury 'securities at cost 

plus accrued interest (Note 2) 
. 

Direct Investment Fund loans 
outstanding less allowance 
for uncollectable loans of 1 

. $4,945,928 in 1980 and 
$3,345,928 in 1479 (Ncae 3) 

Accrued interest and fees . . I 
Accounts receivable 

” .* Prepaid reinsurance premiums 
Furniture and equipment at cost 

less depreciation of $213,996 
in 1980 and $174,258 in 1979 

Leasehold improvements at cost 
less amortization of $?.43,040 

-in 1980 and $77,437 in 1979 
Assets acquired in claims 

settlements . 

.  .  

.  

At September 30 

1980 
. 

$ 85,085,221 $ 78,856,552 

1979 

. 428,489,417 
501% 345,96 

.’ 

. 

456,573 . 162,426 

‘953,235 

52,359,535 
$668,636,666 

62?341,421 
$603,305,088 

. . . . 
._ 

. 

19,602,259 19,602,259 
3,122,526 3,122,526 
9,626,582 9,626,582 
1,070,809 1,070,809 

33,096: 

. * 
- 

l 

The accompanying notes are an integral part of this statement. 
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At September 30 
. 

LIABILITIES, CAPITAL AND RESERVES 

1 

_I 

Liabilities: 
Accounts payable and accrued expenses 
Direct lfabiiities related to claim 

settleFnents 
Participations in DIF loans 
Unearned premiums 
Fees held pending claims 

determinations 

C@ntfngent liabflitias (Notes 5-and 6) . 

1980 
. 

344,739 
19,069,840 

. 

Capital and ttese~ve5: 

Capital held by U.S. Treasury (Note 3) 
Insurance ceserve (Notes 4 and 5) 
Guaranty-reserve (Notes 4 and 6) 
Retained earnings 

. 
$668,636,666 $603,305,088 

. 

. . . 

.  

. I  

1379 

$ 975,947 

4,706,820 
131,054 

13,285,709 

50,000,000 
405,105,172 
113.489.108 

15;214;270 
)83,808,550 

. 

. 
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STA'lXMEXTOF fXGJGl% INCcWTAL~lJESER~ . 
Overseas Private hvestmnt Gxporat ion 

Balm ‘Septhr 30, 1978 . 

CumLative efkct 
cm prior years of 
acmunting change 
for claims settle- 
fmms 

Net In- 

- Tramfers frcm - 
retained earnings 

.Ealance Septhr 30, 1979 

Net Ind 

Transfers fram 
_ retained earnings . 

'Balemnce septdr 30, 1980 

. 

For the 2 years ended Septmbet 30, l98O 
Bnsur2Ltnce Guaranty l4&ained 

Capital 

$SO, 000,000 

reserve 

$283,005,916 

raserv~m eiity@~s 

$ 99,965,476 $P7,581,580 

$50,000,000 

73,083,738 

. www 
2,166,462 

(642,830)' 59,632,690 

50,000,000 12,000,ooO 

$405,105,272 gf3,489,~oa 

( 2,397,418) iO3,498 

10,000., 000 

S=, 6135 

: . *. 

Total. 

(62,000,OOO) 

$15,214,270 

68,092,196 

(60,000,OOO) 

STJ, X6 9 460' 

Ttpe ac-anyfq ‘notes are an integral part of this statemmt. - 
. - .  _.. 
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75,250,2flo 

58,005,378 . 

$583,808,550 

65,758,276 

$=%566,S2a" 2 
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STATI!HE,W OF CllWXFS IN FTMXIAL POSLTTCM 
Overseas Private Inves~rPt Ccxporaticm 

: 
SCURCEOF~’ . 

&preciatim and mtiizatim 
Provision far mccrl1ectabl.a DIF loans 

CbmLative effe@Z of change in 
accounting galicy 

Increase (decrease) in: 
Accounts payable and acxrued expensks 
Unearned pramim 

Decrease (increase) in: * 
Accrued interest and fti& 
Accents race ivable 
Assees acquired in claim settlemmts 

. EU disbursmmt OR DE loans 
Acquisitim of: 

Furniture aRat quipnent 
Leaaebld iixprov~n~s 

-  . -_  .A . . . . . . :.. 
a  

..- . 
. 

.- I 
I). . : _  

,,- 
. 

wiir;, _,-_ &&.;ti,~ .-.. * .-c. ,.. .u !.--.a-- 

_. .  .  I.> 

: ’ 

75,250,200 : 

756,129 

340,239 . 
985,741 .: 

.- .- 
Increase (&crease> in prepaid reinsurame 65,638 
Decrease (increase) in: _’ 

Direct liabilities rel.at+d to 
claims settlements 

Particilpatims in DIF lams 
zj32,lal 

43,684 
Pees bald pending claime detatiaatiw 52,269 

- (35,890) 
(2,267,410) 

(1,866,242) 
(3,x8,447) 

(56,819,601) 

3,281,422 

53,794 
28,574 

(101,492) 
- .._. 

3,sc15,881 6,672,963 

$76,303,857 $63,687,646 



NOTES TO THE FINANCIAL STATEMENTS 
Overseas Pr fvace Investment Corporation 

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

. The significant policies are surxaarized below: 

Revenue recogn it ion: Revenue from political risk insur- 

ante is recorded on a pro-rata basis over the contract period. 

All other revenue is recognized when earned in accordance with 
: 

generally accepted accounting principles . 

Valuation of assets acquired in claims settlements: 

Debt of a foreign government acquired in the settlement of a . 
claim is valued at the lower of its present value or ‘the cost of . 

acquis it ion. All other -assets acquired in claims settlements 

are valued at the lower of m,anagement ‘s estimate’ of the present 

value of the recovery on the asset or the cost of acquisition. 
s 

Present ‘value is determined at the time of acquisition using the 

composite yield for all U. S; Government securities. . - 

Depreciation and amortization: Furniture and equipment 

are depreciated on a straight-line’basis over a IO-year life. 

- 

Leasehold improvements are amortized over the life of the ,. 
. 

retlaced lease. _. 
: . 

_  
.  

.  
__ 
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NOTES TO THE FINANCIAL STATEMENTS 
bverseas Prrvate Investment Corporation 

NOTE 2: INVESTMENTS IN U.S. TREASURY SECURITIES 

In conformakze with Section 239(d) of the Foreign 

Assistance Act of 1961, as amended (FAA), investments . 
in U.S. Treasury securities are limited to funds derived 

from fees and other revenues. The funds available for- 

investment were $491,738,097 and $419,401,855 at 

September 30, 1980 and 1979 respectively. Of these funds 

$491,596,301 and $418,992,*373 respectively, represent the 
. 

otig&al cost of investments included in the Balance Sheet. 
. 
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NOTES TO TM?! FINANCIAL STATEHENTS 
Overseas Private Investment Corporation 

NOTE 3: DIRECT INVESTMENT FUND 

The FAA authorized the establishment of a Direct Invest- 

ment Fund (DIF), that consisted initially of the $40,000,000 

paid in as capital of the corporation, to make loans on terms 

and conditions established by OPIC. The DIF is charged with 
w 

realized-losses and credited with realized gains and such 

additional sums as determined by the Board of Directors. 

During 1976 OPIC increased the DIF by $lO,OOO;OOO in connec- 

tion with the transfer of $10,000,000 from retained earnings 

to capital held by the U. S. Treasury. 

The status of the DIF was as follows, in millions: 

I 
Appropriatec DIF capital 

.Se tember 30 
19!0 1979 

. - 

$40.0 $40.0 

Transfer from earnings 

Net losses 

Uncommitted funds 

Outstanding commitments 

Undis&ursed portion 

10.0 lO*O 

(4*9) 
j14S) (18.6) 

29.0. 26.5 

(5.4) - (3.7) 

Net loans outstanding S23.6 S22.8 

Proceeds received from the sale of participations were * 
credited to the DXF for further lending in accordance with 

Sectims 231(c), 235(b) and 239(d) of the FAA. The 

.  
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NOTES TO THE FINANCIAL STATEMENTS (Note !.+ continued) 
Overseas Private Investment Corporation 

figures above are net of such participations, which amounted 

to $87,370 and $131,054 at September 30, 1980 and 1979 res- 

pectively. Pursuant to provisions of Sections 239(d) and . 
234(b) of the FAA, EPIC has guaranteed full payment of the 

participated portion of DIF lqans. This liability for out- 

standing participatfons is included in the amount of invest- 

ment guaranties outstanding (Nor 6). 
l 

I  

. 

. 
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NOTES TO THE FINANCIAL STATEMENTS 
Overseas Przvats Investment: Corporation 

:. 

NOTE 4:’ STATUTORY RESERVES AND FULL FAITH AND CREDIT 

. 

Section 235(c) of the FAA established a fund with 
. 

separate accounts known as the Insurance Reserve and the 

Guaranty Reserve for the respective discharge o’f liabilities . 

under investment insurance and under guaranties issued under 

Section 234(b) of the FAA and similar predecessor guaranty 

authority. Both Reserves. may be replenished or-increased by 

trans’fers from retained earnings or by new Congressional 

appropr iat ions. ‘Retained edrnings at September 30, 1980, 

-available for transfer to the Insurance or Guaranty Reserve, 

were $23,266,466. 

c Should funds at any time not be sufficient to discharge 

. - obligations arising under investment insurance or guaranties, 

ai the case may be, Congress would have to appropriate funds to 

fulfill the pledge of full faith and credit to which such 

obligations are entitled. Standing authority for such 

appropriations is contained in Section 235(f) of the FAA. 

All investment insurance issued by OPIC, all guaranties 

issued by OPIC in connection with the settlement of claims 

under investment insurance and all guaranties referred to in 

. the first paragraph above constitute obligations of the United 

States of America. The full faith and credit of the United 

States of America iS pledged for the full payment and perfor- 

mance of’ such obligations. 



NOTES TO THE FLWAWCIAL STATEMENTS 
Overseas ,Private Investment Corporation 

NOTE S: INSURAHCE RESERVE 

The Insurance Reserve at September 30, I.980 totaled 

$452,707,754. Charges against the Insurance Reserve couLd . 
arise from contingent obligations under (A) guararitles 

isswed in settlement of claims arising under investment 

insurance contracts, (B) pendibg claims under investment 

insurance ContrwZts, and (C) outstanding investment . 
‘insurance contracts. These three categories of contingent 

. 
. obligations are'discus?ed in more detail in the,balance 

of this Note.' 

- ./. . 

. 

. 
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NOTES TO THE FEMANCIAL STATEMENTS (Note 5 contimed) 
Overseas Private Investment Corporation 

(A) Claims Settlement Guaranties 

Pursuant to Sections 237(i) and 239(d) of the FAA, OPIC 

has in some instances settled claims arising under investment 

insurance contracts by issuing payment guaranties of host . 
government obligations. These claims settlement guaranties 

represent contingent obligations backed by the Insurance 

Reserve. 

. The contingent liability at September 30,.1980 under 

these guaranties, including liability as to interest, was 

$13~,020,000. If the principal obligors default in full, and 

if OPIC does not exercise certain prepayment rights, OPIC 

would be liable during the following fiscal years for the . 
following amounts, in thousands: 

. 

Fiscal Contingent 
ya?ar liability_ 

1981 

%f 

$ ;y; 

32; 269 
1984 21.263 

Of the total contingent liability under claims 

settlement guaranties, $122,834,411 represents guaranties 

of obligations either’incurred by the Government of Chile 

in compensation agreements with EPIC insureds or recognized 

by ihe Government of ChiLe in respect of debt previously 

insured by OPIC. 
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NOTES TO THE FINANCIAL STATEMENTS (Note 5 continued) 
Overseas Private Investment Corporation 

<i 

.Also, in connection with the settlement of one claim, 

OPIC entered into an indemnity agreement with an insured in 

1978 which could result in OPLC liability of up to. $8 million. 

(g) PeAding Claims * 
OPIC follows a policy of recording investment insurance 

contract cl.aims as financial liabilities only upon determine 

ation that a liability exists and where the amount of such . 
liability can be rqaaonably eotimated. In the case of most . 
expiopr iat ion claims, the exproptiatory action must continue . 

for ‘a period of one year before the claim matures. Formal 

appli’cations for compensation are generally filed only with 

respect to mature claims and specify the particular events 

which have occurred and which, in the opinion of the investor, 

subject CIPIC to liability. 

The total amount of compensation requested in connection 

.with formai applicatious for which no’determination has yet 

been made is appproximately $16 million. There are.3 

claims filed under inconvertibility coverage, 7 under _ 

expropriation p 3 under war/revolution/insurrection, and 

2 under axpropriatioa and /or inconvertibi,lity. - 
._ . . 

. 
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NOTES TO THE FTNANCXAL STATEMENTS (Note 5 continued) 
Overseas Private Investment Corporation 

. .; 
: 

.1x1 addition to requiring formal. applications for claimed 

compensation, the contracts require fnvestors.to notify 

OPIC promptly of host government action which the investor has 
. 

reason to believe is or may become an expropriatory action. 

Careful investor compliance with this notice provision will 
. . 

sometimes result in their filing notice of events that do not - . 
: 

. 
mature into expropr iatory act ions. 

The. highly specuPat.ive nature of these notices both as 
‘. 

to the likelihood that the event referred to will constitute 

expropriatory aotfon and the amount of compensation, if any, 

- that.may become due leads OPIC to follow a consistent policy 

of making no reference to such notices in its financial 

statements. Any claims that might arise from these situations 

are, of course, e’ncompassed in management’s estimate that 

msxbmum potential exposure, prior to reinsurance, 
under 

-existing investment insurance contracts is $3.‘1 billion . 

.(Note SC). . 

. _' : . . . _._ . . . - . 
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NGTES TO THE FINANCIAL STATEMENTS (Note 5 continued) 
Overseas Private Invescmenc Corporation 

I( 

(C) Political Risk Investment Insurance 
. OPIC issues investment insurance under limits fixed by 

the legislative authorization in the FAA and -prior authorities. 

The utiJ.ization of these aothorizeh amounts at September 30, 1980 

(excluding obligations under guaranties issued in settlement 

of claims) was as follows, in millions: 

Total Uncommitted Outstanding 
:... 

Prior author it ies $2,155 - . , $2,155 

,FAA Section 235 .. 
. 

6-f% 
S4,267 

. ?iK-z7 
3,233 b 

?Ez= 

OPIC, as did its predecessors, insures the same investment 

against three different r-isks (inconvertibility of currency; 

expropriation; and war, revolution or insurte-ction). Under 

theoretically an investor w some contracts issued .by predecessors, - 
could make successive claims under. more than one coverage witb 

respect to the same investment, thereby collecting aggregate 

compensation exceeding any single coverage amount. The 

outstanding amount reflects this theoretical possibility 

and in addition includes provision for insnrance as to which 

OPLC is not currently at risk but is cpntractually obligated 

to provide upon the investor’s future request to cover increases 

in retained earnings and accrued interest. 

The outstanding amount pursuant to legislative authori- 

za.tions is of little use in evaluating realistically the 

maxZmum exposure at September 30, I.980 to insurance claims, 

because it includes insurance for which OPIC is not’ currently 
. 



NOTES TO THE FINANCIAL STATEMENTS (Note S continued) 
Overseas Private Investment Corporation 

at risk and because it is improbable that multiple payments 

would be made for each investment. Management believes that a 

more accurate representation of maximum potential exposure 

to EutIire claims arising from existing investment insurance 

contracts can be obtained by assuming that only one claim 

would be brought under each contract and that the coverage 

under which the claim would be brought would be the coverage . 
with the highest amount,of current insurance in force. 

Based on this assumption, management believes the maximum 

potential liability to claims at September 30, 1980 is 

$3.$.billion. 

NOTE 6: GUARANTY RESERVE 

The Guaranty Reserve at September 30, 1980 totaled 

'$123,S92,606 and OPIC has cash and U.S. Treasury securities 

in excess of this amount. Section 23'5 of the Ftirequires . : 

OPIC to have, at the time OPEC commits itself to issue any 
- 

: . 

i . . 

guaranty under Section 234(b) of the FAA, a Guaranty Reserve . 
equal to at least 25 percent of guaranties then issued and ., ; 

outstanding or committed under 234(b) and prior authorities- 

At September 30, 1980, the Guaranty Reserve exceeded by 
. 

$49 million the required minimum reserve. (See Note 4 for 

description of the Guaranty Reserve and full faith and . 



NOTES TO THE FINANCIAL STATEMENTS (Note 6 continued) 
Overseas Private Investment Corporation 

credit status of guaranties.) Guaranties under prior authori- 

ties and Section 234(b) of the FM include guaranties of debt, 

equity, and participation in DIF ‘Loans. The outstanding 

commitments at September 30, 1980 were as follows, in millions: 
-.. I 

Total : I Prior 
authority 

Legislative 
authorization $15.0 $750.0' . 

Uncommitted . 465.5 

Total outstanding 
commitments $15.0 $284.5 

Currently at risk, 
net of unfunded 
commitments _ $,15.0. . . - I 

$ 88.4 

$ 765.0 ! 
I I 

465.5 I 
I 

$ 299.5 I 

$103.4 

5 
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